AMENDED IN ASSEMBLY APRIL 5, 2016

CALIFORNIA LEGISLATURE—2015—16 REGULAR SESSION

ASSEMBLY BILL No. 1916

Introduced by Assembly Member Irwin

February 11, 2016

An act to add Section 94886.5 to the Education Code, relating to
private postsecondary education.

LEGISLATIVE COUNSEL’S DIGEST

AB 1916, asamended, Irwin. Private postsecondary education: school
closure bonds.

Existing law, the California Private Postsecondary Education Act of
2009, provides for the regulation of private postsecondary educational
ingtitutions by the Bureau for Private Postsecondary Education in the
Department of Consumer Affairs. The act exempts an institution from
its provisions, if any of alist of specific criteriaare met.

The act establishes the Student Tuition Recovery Fund and requires
the bureau to adopt regulations governing the administration and
maintenance of the fund, including requirementsrel ating to assessments
on students and student claims against the fund, and establishesthat the
moneys in this fund are continuously appropriated to the bureau for
specified purposes.

Thisbill would require a private postsecondary institution, as defined,
tofileasurety bond before January 1,2019, wrth thedepartmeﬁt bureau
inthe an amount-egua e

no Iess than the total amount of turtlon and feee charged by the
institution for the immediately preceding academic year, divided by 4.
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In the event the institution ceases operatr on, thrs bill would requrre

ef—a—teaeh-eut—ierestuelents—ef—thﬂns&ttmen—te bureau |f it makes a
specrfred deter mination, to make a demand on the bondte—éla—ﬂaeuea

; to provr de recovery to students
who were enrolled at the time of the closure, or within 120 days of the
closure, and reimburse the Student Tuition Recovery Fund for moneys
paid from the fund for-student-claimsthat-weuld-have-been-otherwise
recoverable- under-the-bend: these students.

Vote: majority. Appropriation: no. Fiscal committee: yes.
State-mandated local program: no.

The people of the Sate of California do enact as follows:

SECTION 1. Section 94886.5 isadded to the Education Code,
to read:

94886.5. (a) Before January 1, 2019, an institution shall file
with the bureau a surety bond in the amount determined pursuant
to subdivision (b). The bond shall be executed by the institution
as principal and by a surety company authorized to do businessin
thisstate. The bond shall be continuous unlessthe surety isreleased
pursuant to this section.

(b) The amount of the bond shaII be—equal—te—a—reasenabte

21 @eeeey no Iessthan the total amount of turtr on and fe% charged
22 by the ingtitution for the immediately preceding academic year,
23 divided by four.

24 (c) B)-In the event that an institution ceases operation, the
25 bureau shal make demand on the surety of the institution-upen
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bend—exeept—as—prewded—m—parag%aph—(%— to prow de refunds of

tuition and fees and, if applicable, punitive damages to students
who were enrolled at the time of the closure, or within 120 days
before the closure, if the bureau determines that there was a
significant declinein the quality or value of applicable educational
programs offered by the institution during that 120-day time period.
If Student Tuition Recovery Fund reimbursements are processed
for these students, the bureau shall immediately notify the surety
and use the surety to fully reimburse the fund. If the bureau fails
to make the demand on the surety within 120 days of closure, a
student or group of students of the closed institution may make a
demand directly on the surety of that institution to recover refunds
of tuition and fees and, if applicable, punitive damages to which
the student or students proves he or she is due. The surety shall
provide recovery to studentsfor at least four yearsafter the closure
of the institution or until the surety is depleted of funds. A student
may, but is not required to, use hisor her recovery fromthe surety
to pay for ateach out or other educatlonal Services.
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(d) Oncean |nst|tu
be enrolled.

(e) Aninstitution’s approval to operate shall be suspended by
operation of law when the institution is no longer covered by a

surety bond as required by thls schon#he—bu%eau—shaH—gwe

(f) A surety on any bond filed under the provisions of this
section may be released after the surety or the institution serves
written notice to the bureau at least 60 days prior to the release.
Therelease shall not discharge or otherwise affect any claim filed
by any student for loss of tuition or any fees that occurred while
the bond was in effect or that occurred under any note or contract
executed during any period of time when the bond was in effect,
except when another bond is filed in a like amount and provides
indemnification for any loss.

(g) For purposes of this section, and notwithstanding Section
94858, “institution” means, to the extent authorized by federal
law, a private postsecondary educational institution that offers
postsecondary education to the public in this state for an
institutional charge, but does not include an independent institution
of higher education, as defined in Section 66010, that has operated
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in California as an independent academic institution for no less
than 15 academic years.

(h) Aninstitution, asdefined in subdivision (g), shall on at least
a quarterly basis provide copies of records sufficient to produce
academic transcripts, and certify completion of the degrees or
other programs offered by the institution, to a third party. The
third party shall be independent of the institution, financially
stable, and capable of producing transcripts and certifications,
upon request, within two weeks of the closure of the institution,
and in perpetuity thereafter. The third party shall charge a fee of
no more than ten dollars ($10) per transcript or certification it
produces in the event of the institution’s closure, and it shall not
withhold a transcript or certification based on a student’s
nonpayment of a debt or obligation to the institution or any other
party.

() Thebond may be used to award punitive damagesto a student
of an institution that ceases operation and is found, by a court of
law, to have violated state or federal law, or laws, that caused or
contributed to the student’s economic loss.

() Tuition and fees for purposes of this section are both of the
following:

(1) (A) Paid tuition and fees not recovered by the receipt of
academic credits.

(B) Tuition and fees pursuant to subparagraph (A) shall include
amounts paid under the Cal Grant Program (commencing with
Section 69430) of Part 42 of Division 5, the California National
Guard Education Assistance Award Program, as established in
Article 20.7 (commencing with Section 69999.10) of Chapter 2 of
Part 42 of Division 5, and the Post 9/11 GI Bill program, as
established in Chapter 33 (commencing with Section 3301) of Title
38 of the United Sates Code, asit read on January 1, 2016.

(2) Interest on educational loans incurred to pay tuition and
fees not recovered by the receipt of academic credits.
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